P2JW017000-5-A00100-11FFFB5178F 


THE WALL STREET JOURNAL. - 


D Dow JONES | Mews Corp 


KRK KK 


WEDNESDAY, JANUARY 17, 2018 ~ VOL. CCLXXI NO. 13 


WSJ.com 


kkkk $4.00 


DJIA 25792.86 Y 10.33 0.04% 


NASDAQ 7223.69 Y 0.5% 


STOXX 600 398.35 A 0.1% 


10-YR. TREAS. A 2/32, yield 2.544% 


OIL $63.73 V $0.57 


GOLD $1,335.40 A $2.00 


EURO $1.2259 YEN 110.45 


What’s! GE Puts a Breakup on the Table 


News 


Business € Finance 


E is considering break- 

ing itself apart. The firm 
said it would book a $6.2 
billion charge and needed to 
set aside $15 billion to bol- 
ster insurance reserves. Al 


+ YouTube is ordering work- 
ers to review thousands of 

hours of its most popular con- 
tent and setting new limits on 
which videos can run ads. Al 


+ Citigroup posted a record 
$18.3 billion quarterly loss due 
to a tax-law related charge, 
but executives voiced opti- 
mism about future profits. B1 


+ Celgene is in talks to buy 
Juno, days after unveiling an- 
other deal to bolster its port- 

folio of blood-cancer drugs. B1 


State attorneys general 
and internet activists filed le- 
gal challenges to the rollback 
of net-neutrality rules. B1 


+ Italy’s Ferrero agreed to 
pay $2.8 billion for Nestlé’s 
U.S. chocolate business. B1 


+ Bitcoin’s price sank by as 
much as 25% amid concerns 
about tighter regulation. B13 


+ The Dow topped 26000 
in intraday trading but gave 
up gains, closing 10.33 points 
lower at 25792.86. B13 


+ BlackRock’s CEO told 
corporate chiefs to prepare 
for his firm to become a more 
assertive shareholder. B12 


+ GM will book a $7 billion 
write-down stemming from 
the tax-overhaul bill. B2 


+ Chevron said it plans to 
return staff to Iraqi Kurdistan 
and resume drilling there. B3 


+ A U.S. judge signaled he 

would approve a settlement 
reached by Allergan, Persh- 
ing Square and Valeant. B12 


World-Wide 
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+ Bannon refused to answer 
some questions during an 
appearance before the House 
intelligence panel despite 
being subpoenaed while he 
was giving testimony. A4 


@ Senators worked to sal- 
vage a bipartisan plan to pro- 
tect “Dreamers” as the divide 
grew over an immigration 
deal seen as key to avoiding 
a government shutdown. A4 


+ Trump is in excellent health 
and scored a perfect result on 
a cognitive assessment, the 

White House physician said. A4 


+ An ex-CIA officer suspected 
of providing information that 
helped China identify U.S. 
informants was arrested. A8 


+ Two Navy commanders 
whose ships were in deadly 
collisions last year will face 
negligent homicide charges. A3 


+ Greek lawmakers ap- 
proved new measures to sat- 
isfy creditors, moving Ath- 
ens closer to a bailout exit. A6 


+ The U.S. will withhold at 
least $65 million from the 
U.N. agency for Palestinian 
refugees, officials said. A8 


+ Venezuelan forces killed 
an ex-actor and members 
of his dissident group in a 
shootout, officials said. A9 


+ Pope Francis expressed 
“pain and shame” at clerical 
abuse of children as he began 
a three-day tour of Chile. A9 


+ Japanese police said they 
recovered seven bodies from 
a wooden boat that likely 
came from North Korea. A8 


+ A winter storm created 
hazardous road conditions in 
the Southern U.S. as it headed 
toward the East Coast. 
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Insurance charge adds 
to deepening troubles; 
‘No chance’ company 
will opt to do nothing 


By THOMAS GRYTA 


General Electric Co. is con- 
sidering breaking itself apart, a 
dramatic move that would mark 
the end of one of the oldest and 
largest U.S. conglomerates. 

The 125-year-old business, 
which was once the most valu- 
able U.S. company and still em- 
ploys about 300,000 people, 
sells everything from airplane 
engines to hospital incubators. 
But in the past year the com- 


pany that came to embody 
America’s industrial power has 
fallen on hard times, prompt- 
ing it to change CEOs, sell as- 
sets and slash its dividend. 
Despite those moves, GE has 
struggled to reassure share- 
holders that it has addressed 
its problems, especially in a cli- 
mate where activist investors 
are pressuring businesses from 
Alcoa Inc. to Xerox Corp. to 
streamline their operations. 
GE shares, down 40% in the 
past year, fell 2.9% more Tues- 
day after the company dis- 
closed it would book a $6.2 bil- 
lion charge in its fourth 
quarter related to its insurance 
operations and needed to set 
aside $15 billion over seven 


years to bolster insurance re- 
serves at its GE Capital unit. 

John Flannery, who took 
over as chief executive last 
summer, said the Boston com- 
pany is evaluating carving out 
its major divisions into sepa- 
rately traded units. In recent 
years, GE has jettisoned opera- 
tions including home appli- 
ances and much of its once- 
massive lending arm. 

“We need to continue to 
move with purpose to reshape 
GE,” Mr. Flannery said on a 
conference call, promising to 
update investors in the spring. 

A breakup would come just 
a few months after Mr. Flan- 
nery unveiled his plan to turn 
around the struggling giant by 


focusing on its three core units: 
aviation, power and health 
care. In November, the long- 
time GE executive said he 
would divest $20 billion in as- 
sets, though he stopped short 
of the dramatic structural 
changes he disclosed Tuesday. 
People close to GE said the 
move to break up the company 
is an evolution of Mr. Flan- 
nery’s strategy as he has con- 
sidered GE’s options, and 
wasn’t prompted by the recent 

insurance problems. 
The first steps to splitting 
up the company—likely to re- 
Please see GE page A2 


@ Heard on the Street: Is GE 
worse off than it appears?... B14 


Carving Up a Giant 


GE is considering breaking 
itself apart. Here’s a look at 
the conglomerate. 


Revenue of major industrial 
units, first nine months of 2017 


$26.6 billion 
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Bannon Refuses to Answer House Committee’s Questions 


MARK WILSON/GETTY IMAGES 


BUTTONED UP: Steve Bannon, former adviser to President Donald Trump, arrives at a House Intelligence Committee closed-door meeting 
Tuesday. Despite a subpoena from the panel, he declined to answer some questions, citing a request from the White House. A4 


The Antitrust Case Against 
America’s Technology Behemoths 


— yp 


Amazon, Google and Facebook are as dominant as Ma Bell once was. Are consumers harmed? 


BY GREG IP 


online ad spending last year; Google 


Standard Oil Co. and American Tele- 
phone and Telegraph Co. were the tech- 
nological titans of their day, command- 
ing more than 80% of their markets. 

Today’s tech giants are just as domi- 
nant: In the U.S., Alphabet Inc.’s Google 
drives 89% of internet search; 95% of 
young adults on the internet use a 
Facebook Inc. product; and Ama- 
zon.com Inc. now accounts for 75% of 
electronic book sales. Those firms that 
aren’t monopolists are duopolists: 
Google and Facebook absorbed 63% of 


off? 


and Apple Inc. provide 99% of mobile 
phone operating systems; while Apple 
and Microsoft Corp. supply 95% of 
desktop operating systems. 

A growing number of critics think 
these tech giants need to be broken up 
or regulated as Standard Oil and AT&T 
once were. Their alleged sins run the 
gamut from disseminating fake news 
and fostering addiction to laying waste 
to small towns’ shopping districts. But 
antitrust regulators have a narrow test: 
Does their size leave consumers worse 


By that standard, there isn’t a clear 
case for going after big tech—at least 
for now. They are driving down prices 
and rolling out new and often improved 
products and services every week. 

That may not be true in the future: If 
market dominance means fewer com- 
petitors and less innovation, consumers 
will be worse off than if those compa- 
nies had been restrained. “The impact 
on innovation can be the most impor- 
tant competitive effect” in an antitrust 
case, says Fiona Scott Morton, a Yale 
University economist who served in the 


Please see GIANTS page A10 


YouTube 
Scrutinizes 
Videos 

To Mollify 
Advertisers 


By Jack NIcAs 


YouTube is ordering work- 
ers to review thousands of 
hours of its most popular con- 
tent and setting new limits on 
which videos can run ads, its 
latest moves to ease advertis- 
ers’ worries that their brands 
are showing up alongside of- 
fensive or controversial videos. 

YouTube said Tuesday that 
human reviewers would watch 
every second of video in its 
curated lineup of top content, 
dubbed Google Preferred, 
which brands pay a premium 
to advertise on. 

Human reviewers also will 
have to approve new videos 
uploaded by Google Preferred 
channels before the videos 
can begin running the pre- 
mium ads. 

YouTube, a unit of Alphabet 
Inc.’s Google, says Google Pre- 
ferred includes among the 
most popular 5% of channels, 
as determined by their likes, 
comments and shares, among 
other factors. The company 
didn’t say how many hours of 
content that entails. 

But YouTube has said since 
2015 that users upload 400 
hours of video to the site a 
minute, or 65 years of footage 
a day, meaning reviewing even 
a small slice of that total 
would likely require at least 
tens of thousands of hours. 

The company expects to 
have the full review completed 
by the end of March, then con- 
tinue to review new videos as 
they are posted. 

YouTube is also raising the 
bar for channels that want to 
carry ads. Channels must now 
have accumulated at least 
4,000 hours of watch time in 
the past 12 months and 1,000 

Please see ADS page A8 


By Lucy CRAYMER 


The Kmart store in Guam is 
located 6,000 miles west of 
California in the Pacific Ocean, 
well past the easy reach of 
Target, Wal-Mart or Amazon 
Prime. 

The store, open 24 hours a 
day, also seems 
beyond the reach 
of time itself. In- 
side, it feels more 
like 1980, when 
Kmart ruled the 
big-box retail 
market. 

Americans liv- 
ing in the U.S. ter- 
ritory prowl the 
aisles for food, clothing and 
housewares. Tour buses de- 
liver Korean and Japanese 
tourists who scoop up popular 
sellers such as Easy Cheese 
spray and Tums antacid tab- 
lets. The Little Caesars pizza 
outlet has a line. “I Y Guam K- 
Mart” tees are $9.98. 


There Is One Place on Earth 
Where Everyone Still Loves Kmart 


The booming Guam store is sheltered by 


4 an ocean from the turmoil in retail 4 


$9.98 T-shirts 


* 


Guam Kmart, by far the 
chain’s busiest store, is pro- 
tected by an expanse of ocean 
from a consumer market that’s 
largely shunned such stores, 
prospering on a retail version 
of the Galapagos. 

“People come by and take 
photos, selfies out in front,” 

said Mike Fleiss- 


ner, the store 
manager. On In- 
stagram, shop- 
pers pose with 
Kmart’s red 
shopping carts 


and displays of 
brightly colored 
bottles of laun- 
dry detergent. 
Guam is the closest U.S. 
outpost to Asia, making its 
Kmart a mecca for tourists 
seeking an authentic American 
shopping experience. About 1.5 
million tourists visit Guam 
yearly, according to a spokes- 
woman for Macy’s, which has 
Please see KMART page A10 


China Housing Market Cools 


As Beijing 


By DOMINIQUE FONG 


BEIJING—China’s housing 
market has defied gravity and 
government restraints for two 
years, floating on a tide of 
bank loans and speculation. 
Until now. 

In Beijing and Shanghai— 
two of China’s largest mar- 
kets—and other megacities, 
sales have stalled and prices 
have dropped, falling slightly 
in some pockets and dramati- 
cally in others. 

Demand has dried up in 
these areas as a result of gov- 
ernment measures to rein in 
housing speculation, including 
higher mortgage rates, larger 
down-payment requirements 
and limits on second- or third- 
home purchases. Would-be 
sellers are increasingly putting 
plans on hold in the hope that 
prices will rebound. 

While China has seen brief 
property downturns before, the 
high debt levels that fueled the 
boom make this slump a partic- 
ular risk for the economy: A 


Tries to Curb Risk 


Stalled 


Limits on buying and selling have smothered 
home prices in some of China's biggest markets. 


Home prices, change from a year earlier 
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deeper slowdown that extends 
to smaller cities could make it 
harder for developers to pay off 
a mountain of debt due this 
year and erode confidence in a 
sector vital to economic 
growth. 

Home prices fell 0.3% in No- 
vember from a year earlier in 
Beijing and Shanghai, the most 
recent official data show. It was 
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a small drop but a striking re- 
versal from double-digit surges 
that lasted more than a year. 
Prices of advertised new 
Shanghai homes decreased 8% 
from October through mid-De- 
cember, according to Brandon 
Emmerich at Granite Peak Ad- 
visory, a New York research 
firm that analyzed more than 
Please see CHINA page A6 


